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PURPOSE.  This circular provides information concerning Internal
Revenue Service criteria in regard to the exclusion fromgross
income (for Federal Inconme Tax purposes) of quarters rental paid
bY civilian enployees required to occupy Governnent quarters.
Also, direction is provided in meet|n? the requirements of the
Internal Revenue Service with respect fo required determnations
by the enployer.

2. BACKGROUND.  The authority for the incone tax deduction by the
i ndividual enployee exis{s in Section 119 of the Internal Revenue
Code of 1954, ‘and was confirmedin a letter fromthe Chief, In-
dividual Income Tax Branch, Internal Revenue Service, dated

Novenber 22, 1966, copy attached.

3. OBJECTI VES.

(1) To insure uniformty and provide guidance throughout the
Division of Indian Health in regard to the excludability
fromgross income of quarters rentals paid by civilian
enpl oyees.

(2) To insure a uniformpolicy consistent with the criteria
prescribed by Internal Revenue Service.

4, RESPONSIBILITIES. At Division facilities when the Service Unit
Director has determned that all of the follow ng conditions have
been net, quarters deductions (with the exception of separately
billed utility charges 1/) may be excluded from gross incone by the
enpl oyee for 1ncome tax purposes in accordance with |ncome Tax
Regul ations, Section 1, 119-1(b) (anmended July 8, 1964 by Treasury

Decision 6745):
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(1) That Iodqing I's furnished on the business premses of the enployer,
at the place of enploynent.

(2) That lodging is furnished for the convenience of the enployer.
The pr|nar¥ consideration is that such Ipdg;ng facilities are
necessary to permt the enployee to do his job properly.

(3) That the enployee is required to accept such |odging as a con-
dition of his enploynent. The condition need not be contractual
but nust be necessary for proper performance of the enployee's
job (e.g. enployee on 24-hour call, or where no other quarters
are available).

The amount of quarters rental excluded from gross income by the enployee
is for final determnation by the Internal Revenue Service.

5. CERTIFI CATION TO OCCUPY GOVERNMENT QUARTERS, . In order to assist the,
enpl oyee claimng such a deduction when filing his Federal Incone Tax
Return Service Unit Directors shall, upon request, furnish affected
enpl oyees with a copy of his determnation, attesting to the facts in
the preceding section.

This determnation shall be provided in the manner indicated in the

sanple Dbel ow
CERTI FI CATI ON
This is to certify that was required
to occupy Governnent quarters from to

whil e enployed at
which are on Dbusiness premses 0 {he Federal GOvern-
ment. Qccupancy of the quarters was required as a
conveni ence to the Government, because no ot her
suitable facilities are available, and the enployee
could not otherw se satisfactorily performthe
services required of him The aforenentioned enpl oyee
was required to accept lodging as a condition of his
enpl oyment .

Sl gnature or Service Unit Director

6.  SUPERSESSION.  Division of Indian Health Circular No. 66-1. dated
January 12, 1966 superseded and shoul d be destroyed.

Al Mo nin—

E. S Rabeau, MD
Assistant Surgeon General
At t achment Director, Division of Indian Health

L/ Ehelggtter of.separately billed utility charges is being studied further
y \ '



